COMMISSION OF THE EUROPEAN COMMUNITIES

COM(78) 284 final

Brussels, 27 June 1978

THE CRISIS IN THE ZINC INDUSTRY

(Working Document of the Commission)

COM (78) 284 final



o 1ncurred by Commun1ty producers exceed g -200 . m1ll1on per Year.,Thts
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. SHORT-TERM MEASURES TO COMBAT THE CRISIS IN THE ZINC INDUSTRY '
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‘s1tuat1on w1th representat1ves of the 1ndustry and of the Member States' . ;
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'Jo1nt meet1ng heLd on’ 12 May. - s f
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:d1sturb1nq.. _ ﬁ

“The pr1ce per tonne of z1nc is around 8 550 wh1le costs are(approx1mately : }:‘
8 ?50, if not more. At the present rate of productvon, the -losses be1ng :

'Acorresponds to the loss of a thvrd of the1r cap1taL resources each year.

vIn these c1rcumstances, those produeers that do not. belong to. congLomerates .

.w1LL be on the verge of bankruptcy 1n two or’ three months' t1me.

‘Desp1te th1s, the costs of European producers are extremeLy compet1t1ve, _-;'
"1ndeed, at the present pr1ce, onty 7% of worLd consumpt1on can be met ) al

.'advantageous m1ne Locat1ons,:
The crisis situation is the result of twe main factors.

;erst of aLL, the free world‘s consumpt1on of z1nc feLt from 4 6 m1LL1on £
din 1974 to 3. 6 m1ll1on t in 1975. ' s

The current situation and its causes ~

- - . . . T . S !

'The Communaty zinc 1ndustry has presented the Commvss1on w1th a request

. for action by the publwc author1t1es to help overcome the cr1s1s currently .

:factng the 1ndustry.
2
: Follow1ng that request, the Comm1$s1on departments have exam1ned the

econom1c affa1rs and 1ndustry m1n1str1es v1a both 1nd1v1duaL contacts and
at separate meetwngs with the trade and the m1n1str1es and lastly at. a

It is cLear from th1s exam1nat1on that the present s1tuat10n 1s
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w1thout f1nanc1al loss ~ .by one. or two producers that have very
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Consumpt1on then recovered to, reath ba2 mwquon T 1n 19?6 and“19??.__" ,
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“As regards the attainment of. the dbova obJaotlves, the Comm1551on 1s

opposed,to any move 11kely to lead to the settlngbup of a eartelo a
| ' . \ : ’ '

The Commission is‘of the opinion ﬁhét‘the‘brisis in this sec%or is

essentially cyolloal in nature. However, as measures whlch oould lead

to freez1ng 1nappropr1ate structures should be av01ded, the Comm1351on

- will have a thorough study undertaken of 4the prospects for the 21no

1ndustry so that the 1nforma$ion collectd will enable it to oheok

whether structural adjustments would be required.
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":{zﬁthe very same day.
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>1The z1nc cr1s1s is in no way res r1cted to

*,;that has two 1mpL1cat1onS'"'

“_{éby protect1on1st measures, since - the trend @W 1ts exsarna 'tﬁade'is'ih
'v%}wts favour, or by un1LateraL measures, swnce these would;affect onLy

"f<about a quarter of the worLd product1on and consumpt1on of zine;

. = the second is-that the Community must try to convince its major
fgtrading'bartners not to have recourse to pfdtecfionist‘méasures'but,r
“on the. contrary, to" adopt a pos1t1ve att1tude to resotve a worLd-u1de

probtem.‘“

The Amer1can z1nc producers have subm1tted a compLawnt to the
fa_ifInternat1enaL Trade Comm1ss1on request1ng the 1ntroductwon of an
i 1mport guota. of 350 000 short tons -for the next five years and the

' appL1cat1en of afi additional customs duty of seven cents’ per pound

(instead of the: present most—favoured—nat1on tariff of 0&7 cepts).

Th1s would represent a duty equd valent to approx1mately 27 Z of

;. current pr1ce5-u? SRR O S b .f""A‘-‘ -
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va a declslon was glven in favour of the Amerlcan producers, thxs wauld'

'vthe quantltles they could no longer export to. the Unzted States.

‘.}The Internaxlonal Trade Comm1581on reoently oame to the. oonolu81on, by
-_flve votes to one, that importe are not the cause of the dﬁmage suffered.by ‘
: the domeetlo zine 1nduetryo However, proteotlonlst tendanocies persist.

CIn view of'the extremely damaging oonsequences for Ruropean . proﬂuceré"

‘ﬂ-'Gommunlty to have, talks w1th the United States in" the ‘néar: future to have j

_rInternationll laad and.ka S&udy Group has ‘called an extraordlnary 885810n
4‘“of the Group, to ‘be held in Vlenna from 3 to 5 July, to examlne in depth
'.'the world zinc’ sltua$1on and to study the aotlon that mlght be oonsidered.

‘ f'In v1ew of the fact that the Communlty requested the calllng of this
" extraordlnary seselon‘"as quickly as possible" it would be unfortunate

-1ts maln partners what it intended to do 1tself to resolve the problem.l
_to seek together the ways of overoomlng the present dlffzcultlee in -
I‘thie eector if it establlshee very qulckly the polloy it intends to .

",;pursue. Indeed this forum-is the only one in Wthh it is posslble for

_ produclng third oountrles and 1te power of persuasion Wlll very muoh - ,
depend on the cohesiveness .of the poeltions adopted.by the Member Statesoz

certa1n1y have conelderable ‘adverse effeots for the Communlty produoers
because this would con51derably reduoe their export possfbllltlee (1n
1977 .the Communlty exported over 10 % pf 1t3~product10n to the Unlted
States) but sbove all beoause a number of exporting countries (Canada

Norway, Finland, Spaln) would certainly try to offload on the’ Communlty

of a- "proteotlonlst" d30151on, it would st111 be de81rable for the

& favourdble 1nf1uence on any d301sion 1ikely to be taken. j_“

In addltlon, at the request of the Communlty ), the Standlng Commlttee of the f

if the Communlty had to part1clpate w1thout belng able to 1ndlcate to -

The Communlty w111 only be sble to conv1noe its main tradlng partnere
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the Community to influence the declslons that will be taken by z1no
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It accordlngly proposes that s - . o ~g
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“jf o ceoperatlon between uhe Member States' and the Comm1351on sfstatist1oal
departments should be 1mproved 80 thax the trend of 1mports from thlrd
countrles can be followed with the requlred speed' i -

- a detalled study of the prospects for the zlnc 1ndustry should be under—
taken to determine whether the present crisis calls for structural adjustments ~

1n thls sector.

¥

Slnce thls 1s a world-w1de problem whlch the Communlty oannot resolve on-iis
“g'owﬁ; 1t should try, through a joint approach at ‘the special meeting of the .
Internatldnal Lead—Zlnc Study Group on 3—5 July 1978 convened at the

Communlty '8 - request to convinoce the ma1n thlrd country 21noiproducers' of

to prevent recourse to trade restrlotlve measures.

The Comm1881on ferefore w1shes to consult the Meﬁber States: on the analysls
‘_ ofmthe~81tuat10n in this- sector and on the measures -whioh could be taken, in
erder to determlne'the position. the Communlty should adopt atgthe Internatlonal

St“dy Group meetlng.l
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L _ _ Declaration cie?liver"ed.by_ the Danish * ‘7
. .: o . v. ' :repﬁ:eséptati(vé on 'b\evﬁalf of‘lheE‘L‘ir‘opeén Camhuhity
L ';a;!' théStaﬁd‘ing 'Corh‘m-‘i.tte.e'of. the 'lr}tér‘hali’onai' ‘Lead‘“'
gnd Zinc Stud_y :G,r:oUp on the, 17thof ,Apr‘il _:l‘.;l?78.. -

- Mister Chairman,

" of the world Zinc market.

. only :aggr“a’v.at'e préseht difficulties. Increased barriers tO;t"r_ad‘e' would most’

1 take the opportuniity'_of-feredAby‘,the p’rese_ﬁt meeting of thé;
Stand‘ing Committee of the International Lead and Zinc Study Group to é_onyey '

to you and to all participants the great concern which the European Economic

. Corr'vmur'ﬁ'ty-and i;'sf Merhber_Stateg;.ghére with regard to the‘pr“esen‘t siitt)étioh o

A|n Sp_;te'ﬁf a slight'impfovement in der__n‘and 6\{er lhe‘ 'a'St".two. )

_years, price levels have deteriorated to a point ‘where the Zinc Iin'dué.try;

w,_bs*—ld V\.z‘i.d;,u,' suffers I:c;ss‘e‘s of- sUcﬁA.}na‘ghitud'e t.ﬁa,t their éerSisténfﬁe would - -
s»ériqusi):/- uf;der;m,ine; the v_é;‘y exiétenCQ of vthis essenliak intj.usiry. -
| This s'ivtL.Jati.on_.is',_‘by no means li.mited-té the ..Eqr*obe.avn‘.l
Cohmuhity.' H is :éo;‘ﬁririon to.all co@h‘ti‘i'es'i‘eﬁreséntéd 'hére a'nd éffegts rﬁihiné
ja.s wél:l as ‘s"'rrive:_lting o'per.atior‘-uS. C e
| | L .Sor'ne"c.ountries-ﬁjayf bei'le?hpted to seék» ref&ge ih‘prOle‘ctio'nist

measures and to resort to escape clauses. We believe that such actions could

~

certainly Empéirj‘ the recovery in demand. We therefore, and let me remind

) yéd that the European Economic Community is a net importer of Zinc,

-
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‘o consumers' interests. Weé would fike.other countries to share our-concern,

"“",,four 6bjéc-tive‘;s an_d o,u'r‘ endeavours. !-‘:n this spir‘i't:,;'.we belireve ;thj;‘a‘t t'he

ermousness of the present situation calls for an extraordmary méetmg of
‘jthe lnternatuonal Lead and ch Study Group. Such a meeting should m our

"fvaew be: convened s soon as possuble so as to glve every membe;r of the ‘

;tudy Group lhe opportumty to fully assess the sntuatlon and study the .

R &

,;,.‘actvons which’ mtght be contemplated.

S R ; “ in a,ny case, it is our mtentlon to mform the Study Croup

of actlons whvch the Eur‘opean Commumty and |ts Member States mlght .

;;;'V - ~undertake in er‘der to contrvbute to the stablllsallon of the world ch market.

Letme thank y'ou, M i’s‘}'ter‘ -'Chairmaé_’r'h for giving hfife this





